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Federal Court Rules in Favor of SB 1 – Departments of Corporations, Financial
Institutions Given Green Light to Enforce Privacy Protection Legislation

SACRAMENTO --- A Federal judge has cleared the way for state government to begin implementing
Senate Bill 1 tomorrow – the date the new law is set to take effect – pursuant to a decision handed down this
afternoon in a lawsuit filed by the American Bankers Association (ABA), Corporations Commissioner William P.
Wood announced today.  

The ABA’s lawsuit sought to prevent the Department of Corporations, the Department of Financial
Institutions, the Department of Insurance and the Attorney General from enforcing the provisions of Senate Bill 1
because it was preempted by the federal Fair Credit Reporting Act.  Department of Corporations’ Senior Counsel
Kimberly Gauthier, also representing the Department of Financial Institutions, argued against federal preemption. 

In granting the defendants’ request for motion of summary judgment, United States District Judge Morrison
C. England, Jr., found that “the only reasonable reading of the FCRA preemption provision is that it prevents states
from enacting laws that prohibit or restrict the sharing of consumer reports among affiliates … the FCRA
preemption provision does not broadly preempt all state laws regulating information sharing by affiliates, whatever
the purpose or context”.
 

The Department of Corporations is California's Investment and Financing Authority.  The Department is
responsible for the regulation, enforcement and licensing of securities, franchises, off-exchange commodities,
investment and financial services, independent escrows, consumer and commercial finance lending and residential
mortgage lending.  For further information or to obtain a complaint form, please visit the Department’s web site at
www.corp.ca.gov or call 1-866-ASK-CORP (1-866-275-2677).
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